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SUMMARY   OF    RECOMIVIENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  all  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recommen- 
dation. This  listing  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  the  Department  of  Livestock  is  included  in  the 
back  of  this   report. 


1  Accrue  all  valid  obligations  at  fiscal  year- 
end  in  accordance  with  generally  accepted 
accounting   principles  and   state  policy. 

Agency   Reply:      Partially  Concur.      See  page  23. 

2A  Accrue  significant  revenue  at  fiscal  year- 
end  in  accordance  with  generally  accepted 
accounting   principles. 

Agency   Reply:      Concur.      See  page  23. 

2B    Work  with   the  Department  of  Administration 
to  encourage  counties  to  promptly  deposit 
county  collections. 

Agency   Reply:      Concur.      See  page  23. 

3A    Work  with  the  Department  of  Administration 
to  develop  adequate  audit  trails,    accounting 
controls,    and   record   retention   policies  at 
the  counties  where  necessary. 

Agency   Reply:      Concur.      See  page  23. 

3B    Maintain  documentation  of  its  determination 
of  the  reasonableness  of  county  collections. 

Agency   Reply:      Concur.      See  page  24. 

4       Legislation   be  enacted   to   remove  the  conflict 
between   sections   15-1-504  and   15-24-925, 
MCA. 

Agency   Reply:      Concur.      See  page  24. 

5A  Require  annual  performance  evaluations  of 
all   department  employees. 

Agency   Reply:      Concur.      See  page  24. 
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SUMMARY   OF    RECOMMENDATIONS   (Continued) 

Page 

5B    Work  with  the   Department  of  Administration 
to  develop  an  evaluation  form  that  meets 
the  department's   needs.  7 

Agency   Reply:      Concur.      See  page  24. 

6  Include  the  cost  of  the  Marsh    Laboratory   in 

its  asset  accounting   records.  8 

Agency   Reply:      Concur.      See  page  24. 

7  Adopt  inventory  procedures  that  comply  with 

state  policy.  9 

Agency   Reply:      Concur.      See  page  24. 

8  Record  all   assets  at  cost,    including   installa- 
tion,   transportation,    and   trade-in  costs.  9 

Agency   Reply:      Concur.      See  page  24. 

9  Record   capital   leases   in  accordance  with 

generally  accepted  accounting   principles.  10 

Agency   Reply:      Concur.      See  page  24. 
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INTRODUCTION 

We    performed    a    financial    compliance    audit   of   the    Department 

f 
of    Livestock    for    the    two    fiscal    years    ended    June  30,    1981.      The 

objectives    of    the    audit    were    to:       (1)    determine    if    the    financial 

statements     present     fairly     the     financial     position     and     results     of 

operations     of     the     department,      (2)     determine     the     department's 

compliance     with     applicable     laws     and     regulations,     and     (3)    make 

recommendations    for     improving     division     management    and     internal 

controls. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing the  recommendation. 

We    thank    the    staff    of    the    Department   of    Livestock    for    their 
cooperation   and   assistance  during  our  audit. 
BACKGROUND 

The  Department  of  Livestock  consists  of  two  divisions:  (1) 
the  Brands  Enforcement  Division,  which  is  responsible  for  the 
protection  of  the  livestock  industry  from  theft  and  from  predatory 
animals;  and  (2)  the  Animal  Health  Division,  which  is  responsible 
for  control  and  eradication  of  animal  diseases,  the  prevention  of 
the  transmission  of  animal  diseases  to  humans,  and  the  suitability 
of  dairy  and  egg  products  sold  to  the  public.  Each  of  these 
divisions  is  headed  by  an  administrator  who  reports  to  a  seven- 
member  Board  of  Livestock.  The  board  members  ar&  appointed  by 
the   Governor  for  six-year  terms. 


The  department  is  headquartered  in  Helena.  The  Animal 
Health  Division's  diagnostic  laboratory  is  housed  on  the  Montana 
State  University  campus  in  Bozeman.  The  department's  Brands 
Enforcement  Division  has  employees  in  17  market  centers  through- 
out the  state.  The  department  had  approximately  130  full-time 
equivalent  positions   in   fiscal    year  1980-81. 

The  department's  operations  are  financed  from  the  General 
Fund,  Earmarked  Revenue  Fund,  and  Federal  and  Private  Revenue 
Fund.  The  main  sources  of  revenue  for  the  Earmarked  Revenue 
Fund  are  tax  levies  on  livestock,  inspection  fees,  and  livestock 
licenses.  Total  revenues  for  fiscal  year  1980-81  and  1979-80  were 
$4,231,000  and  $2,915,275,  respectively.  The  increase  in  revenues 
in  fiscal  year  1980-81  is  the  result  of  brand  rerecords.  All  brands 
have  to  be  rerecorded  every  tenth  year. 
EXPENDITURE   ACCRUALS 

We  noted  that  certain  expenditures  were  not  accrued  at  fiscal 
year-end.  In  these  transactions,  the  expenditure  was  charged  to 
a  prior-year  expenditure  adjustment  account.  This  resulted  in 
accrued  expenditures  being  understated  by  $26,742  at  June  30, 
1980.  These  expenditures  were  primarily  for  gas  and  telephone 
charges,  contracted  services,  computer  services,  and  motor  pool 
charges. 

Generally  accepted  accounting  principles  (GAAP)  and  state 
accounting  policy  require  that  expenditures  be  recorded  in  the 
year  for  which  they  are  a  valid  obligation.  A  valid  obligation 
exists    when     services    have    been    rendered    or    materials    received. 


Using  the  prior-year  adjustment  account  instead  of  accruing  expen- 
ditures is  contrary  to  state  accounting  policy.  Prior-year  adjust- 
ment accounts  should  be  used  to  record  adjustments  to  accruals  or 
record  expenditures  that  could  not  be  estimated  during  the  fiscal 
year-end   period. 

RECOMMENDATION   #1 

WE  RECOMMEND  THE  DEPARTMENT  ACCRUE  ALL  VALID 
OBLIGATIONS  AT  FISCAL  YEAR-END  IN  ACCORDANCE  WITH 
GENERALLY  ACCEPTED  ACCOUNTING  PRINCIPLES  AND 
STATE    POLICY. 

REVENUE 

Revenue  Accruals 

The  department  does  not  properly  accrue  revenue.  Generally 
accepted  accounting  principles  require  the  accrual  of  revenues  that 
are  both  measurable  and  available  to  finance  expenditures  of  the 
current  fiscal   period.  Nonaccrual        of        revenue,        particularly 

county  collections  and  market  inspection  fees,  resulted  in  a  net 
misstatement  of  revenue  of  $1,513  for  fiscal  year  1980-81  and 
$15,963  for  fiscal  year  1979-80  in  the  Earmarked  Revenue  Fund. 
Accounts  receivable  were  understated  by  $44,340  at  June  30,  1981. 
County  collections  and  market  inspection  fees  account  for 
more  than  80  percent  of  all  revenue  received  by  the  department. 
Market  inspection  fees  are  received  by  the  department  the  month 
following  their  collections.  June  fees,  which  should  be  received  in 
July,  are  measurable  and  available  to  finance  expenditures  of  the 
current  period   and   should   be  accrued. 
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Several  counties  deposit  their  collections  two  to  three  months 
behind  the  statutory  deposit  date.  The  statutory  deposit  date  is 
the  twentieth  day  of  the  month  following  collection.  County  collec- 
tions for  the  fiscal  year  that  are  not  received  on  or  before  the 
June  20  deposit  date  are  subject  to  accrual.  The  department 
should  estimate  the  revenue  due  them,  and  accrue  as  long  as  the 
counties  continue  to  fail  to  meet  the  statutory  deposit  date.  This 
problem    is    addressed    further    in    the    next    section    of    the    report. 

RECOMIVIENDATION    #2 

WE    RECOMMEND   THE    DEPARTMENT: 

A.  ACCRUE    SIGNIFICANT    REVENUE    AT    FISCAL    YEAR-END 
IN    ACCORDANCE   WITH    GENERALLY   ACCEPTED   ACCOUNT- 
ING  PRINCIPLES. 

B.  WORK  WITH  THE  DEPARTMENT  OF  ADMINISTRATION 
TO  ENCOURAGE  COUNTIES  TO  PROMPTLY  DEPOSIT 
COUNTY    COLLECTIONS. 

County  Collections  of   Revenue 

Our  office  conducted  a  review  of  fiscal  year  1980-81  county 
collections.  The  review  demonstrated  that  certain  counties  do  not 
have  consistent  and  adequate  accounting  controls  over  receipt 
forms.  We  also  found  that  record  retention  policies  related  to 
state  revenues  for  county  license  fees,  tax  levies  for  animal  health, 
sheep  and  livestock  enforcement,  predator  controls,  and  fines  were 
not  adequate. 


Over  70  percent  of  the  department's  revenue  is  collected  by 
the  counties.  Because  of  the  significance  of  this  revenue  and  the 
deficiences  noted  during  our  county  collections  review,  the  depart- 
ment should  establish  procedures  to  determine  the  reasonableness 
of  the  amount  of  revenue  collected  for  them  by  the  counties  and 
document  its  determination.  The  department  should  also  consult 
with  the  Department  of  Administration  in  adopting  procedures  to 
assist  the  counties  in  the  development  of  adequate  accounting 
controls. 

Monthly  deposits  of  county  collections  are  required  by  sec- 
tion 15-1-504,  MCA.  This  section  requires  that  the  county  treasurer 
pay  interest  at  the  rate  of  10  percent  per  annum  if  deposits  are 
not  made  by  the  statutory  deposit  date.  As  discussed  in  the 
previous  section  of  this  report,  several  counties  made  deposits  two 
or  three  months  late.  This  results  in  reduced  and  unpredictable 
cash  flow  to  the  department.  At  fiscal  year-end  1979-80,  the 
department  had  not  received  $31,772  of  April  and  May  collections. 
The  department  should  work  with  the  Department  of  Administration 
to  assure  the  timely   receipt  of  all   county  collections. 

RECOMMENDATION   #3 

WE    RECOMMEND   THE    DEPARTMENT: 

A.  WORK  WITH  THE  DEPARTMENT  OF  ADMINISTRATION 
TO  DEVELOP  ADEQUATE  AUDIT  TRAILS,  ACCOUNTING 
CONTROLS,  AND  RECORD  RETENTION  POLICIES  AT 
THE   COUNTIES   WHERE    NECESSARY. 

B.  MAINTAIN  DOCUMENTATION  OF  ITS  DETERMINATION 
OF    THE    REASONABLENESS    OF    COUNTY    COLLECTIONS. 


STATE   COMPLIANCE 
County   Collections 

As  discussed  in  the  previous  section,  the  counties  are  required 
by  section  15-1-504,  MCA,  to  deposit  into  the  state  treasury  the 
total  of  each  month's  receipts  by  the  20th  day  of  the  following 
month.  Seventy  percent  of  the  department's  revenues  are  collected 
by  the  counties.  The  revenue  is  generated  by  the  assessment  and 
collection  of  county  license  fees,  tax  levies  for  animal  health, 
sheep     and     livestock    enforcement,     predator    controls,     and     fines. 

Section   15-24-925,    MCA,    requires   annual   deposit  of  the  depart- 
ment's  tax   revenues.      This  statute   is   in  conflict  with   section   15-1-504, 
MCA,    which   requires  all   county  collections  to  be  deposited  monthly. 

RECOMMENDATION   #4 

WE  RECOMMEND  LEGISLATION  BE  ENACTED  TO  REMOVE  THE 
CONFLICT  BETWEEN  SECTIONS  15-1-504  AND  15-24-925, 
MCA.  . 

Employee   Evaluations 

Section   3-0115,    MOM,    requires   that  all    permanent  state  employees 
be  evaluated  on   their  job   performance  at  least  annually.      Department 
personnel,    other   than  employees   in   the  Milk  and   Egg   Bureau,    have 
not    been    formally    evaluated    since    late    1977   or   early    1978   because 
division   administrators  are  not  satisfied   with   the  standard   evaluation 
form     provided     by     the    Department    of    Administration's     Personnel 
Division. 


Without   formal    performance   evaluations,    employees  may  not  be 
properly   informed  as   to  the  quality  of  their  work  and  areas  needing 
improvement.      Documentation    of   problem   areas    is  also  necessary  to 
support  any  disciplinary  action   taken  against  department  employees. 

RECOMMENDATION   #5 

WE    RECOMMEND   THE    DEPARTMENT: 

A.  REQUIRE  ANNUAL  PERFORMANCE  EVALUATIONS  OF 
ALL    DEPARTMENT    EMPLOYEES. 

B.  WORK  WITH  THE  DEPARTMENT  OF  ADMINISTRATION 
TO  DEVELOP  AN  EVALUATION  FORM  THAT  MEETS  THE 
DEPARTMENT'S    NEEDS. 

PLANT,    PROPERTY,    AND    EQUIPMENT 
Marsh   Laboratory 

The  Marsh  Laboratory  at  Montana  State  University  (MSU) 
houses  the  Diagnostic  Laboratory  of  the  department's  Animal  Health 
Division.  The  Diagnostic  Laboratory  occupies  approximately  one- 
third  of  the  laboratory's  floor  space.  The  department  does  not 
pay   rent,    but  does   pay  37   percent  of  utilities   and   upkeep. 

Department  of  Livestock  moneys  were  used  to  pay  37  percent 
of  the  cost  of  building  the  Marsh  Laboratory.  The  department's 
financial  interest  in  the  Marsh  Laboratory  is  not  included  in  the 
department's  general  fixed  asset  accounting  records.  When  the 
Marsh  Laboratory  was  constructed  the  entire  cost  of  the  laboratory 
was  included  on  MSU's  accounting  records.  Because  of  the  depart- 
ment's financial  interest  in  the  building,  MSU  has  since  removed 
37   percent  of  the  cost  of  the  building   from  their  accounting   records. 
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The  laboratory  should  be  recorded  on  the  department's  fixed 
asset  records  at  their  actual  cost  including  capital  improvements. 
By  not  recording  the  laboratory  the  department's  assets  are  under- 
stated   within    the    General    Fixed    Asset   Account   Group   by  $290,000. 

RECOMMENDATION   #6 

WE     RECOMMEND    THE     DEPARTMENT    INCLUDE    THE    COST    OF 

THE      MARSH      LABORATORY      IN      ITS      ASSET      ACCOUNTING 

RECORDS. 

Inventory   Procedures 

Annual  inventories  provide  an  accounting  of  a  department's 
general  fixed  assets.  They  also  provide  control  over  potential 
theft,  unnecessary  purchases,  and  obsolete  equipment.  State 
policy  requires  that  departments  take  inventories  at  least  annually. 
The  most  recent  inventory  taken  by  the  department  was  in  November 
1979.  We  noted  that  a  $1,400  microscope  was  recorded  on  PAMS 
twice,  thus  overstating  general  fixed  assets.  This  problem  could 
have  been  found  and  corrected  had  a  physical  inventory  been 
taken   since  the  implementation  of  PAMS. 

We  noted  weaknesses  in  controls  over  the  inventory  procedure. 
For  example,  the  physical  inventory  was  taken  by  the  property 
manager  and  others  having  custody  of  department  assets.  Inven- 
tory should  be  taken  by  a  person  not  accounting  for  the  inven- 
tory. The  department  also  did  not  use  prenumbered  count  sheets. 
The  use  of  these  sheets  promotes  greater  accuracy.  Adequate 
controls  over  inventory  procedures  are  required  by  section  2-1700, 
MOM. 
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RECOMMENDATION   #7 

WE       RECOMMEND      THE      DEPARTMENT      ADOPT       INVENTORY 

PROCEDURES   THAT   COMPLY   WITH    STATE    POLICY. 

Valuation  of  Assets 

Generally  accepted  accounting  principles  (GAAP)  and  state 
accounting  policy  require  that  assets  be  recorded  at  cost.  The 
cost  of  an  asset  includes  purchase  price,  cost  of  installation, 
transportation,    additions,    and   any   trade-in   allowance. 

The  department  recorded  vehicles  purchased  with  a  trade-in 
at  the  cash  paid,  rather  than  actual  purchase  cost.  This  practice 
understated  the  value  of  general  fixed  assets  by  $1,800.  The 
department  also  does  not  capitalize  installation  and  transportation 
costs.  These  costs  are  directly  related  to  the  purchase  of  the 
asset  and  are  part  of  the  purchase  cost. 

RECOMMENDATION   #8 

WE  RECOMMEND  THE  DEPARTMENT  RECORD  ALL  ASSETS  AT 
COST,  INCLUDING  INSTALLATION,  TRANSPORTATION,  AND 
TRADE-IN    COSTS. 

Capital    Lease 

The  department  is  currently  making  monthly  payments  on  a 
lease/purchase  agreement  for  their  IBM  Mag  Card  II  typewriter. 
Leases  that  transfer  ownership  of  leased  property  are  capital 
leases  and,  according  to  GAAP,  should  be  recorded  as  an  asset 
and    an  obligation   within   the  department's   accounting    records.      The 


typewriter    should    be    recorded    at    $9,227,    the    equipment    cost    plus 
installation. 

RECOMIVIENDATIQN   #9 

WE    RECOMMEND   THE    DEPARTMENT    RECORD   CAPITAL    LEASES 

IN    ACCORDANCE   WITH    GENERALLY    ACCEPTED   ACCOUNTING 

PRINCIPLES. 

RECOMMENDATIONS   OF    PRIOR    AUDIT 

The  department  was  last  audited  by  a  CPA  firm  under  contract 
with  the  Office  of  the  Legislative  Auditor  for  the  fiscal  year  ended 
June  30,  1979.  The  report  contained  seven  recommendations  which 
are  still  applicable  to  department  operations.  The  department 
concurred  with  six  of  the  recommendations  and  partially  concurred 
with  one.  The  department  implemented  all  seven  recommendations. 
INTERNAL   CONTROL 

As  part  of  our  examination,  we  made  a  study  and  evaluation 
of  the  department's  system  of  internal  accounting  control.  The 
purpose  of  this  examination  is  to  establish  a  basis  for  reliance 
thereon  in  determining  the  nature,  timing,  and  extent  of  other 
auditing  procedures  necessary  for  expressing  an  opinion  on  the 
financial  statements  and  to  assist  in  planning  and  performing  our 
examination  of  the  financial   statements. 

The  objectives  of  internal  accounting  control  are  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  the 
reliability    of    financial    records    for    preparing    financial    statements, 
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and  maintaining  accountability  for  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
accounting  control  should  not  exceed  the  benefits  derived  and  also 
recognizes  that  the  evaluation  of  these  factors  necessarily  requires 
estimates  and  judgments   by  management. 

Our  study  and  evaluation  of  the  department's  system  of 
internal  accounting  control  for  fiscal  years  1979-80  and  1980-81 
would  not  necessarily  disclose  all  weaknesses  in  the  system  because 
it  was  based  upon  selected  tests  of  accounting  records  and  related 
data.  Our  tests  disclosed  no  material  weaknesses  in  internal 
control.  However,  those  internal  control  weaknesses  identified 
during  the  audit  and  which  warrant  management's  attention  are 
described   in   various   sections  of  this   report. 
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AUDITOR'S    REPORT   AND    FINANCIAL   STATEMENTS 


Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/449-3122 


JAMES  H.GILLETT.C.P.A. 

ACTING  LEGISLATIVE  AUDITOR 


JOHN  W.  NORTHEY 

STAFF  LEGAL  COUNSEL 


The   Legislative  Audit   Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  Combined  Balance  Sheet  of  the  various 
funds  of  the  Montana  Department  of  Livestock  as  of  June  30,  1981 
and  the  related  Combined  Statements  of  Revenues,  Expenditures, 
and  Changes  in  Fund  Balances  -  Budget  and  Actual  for  the  fiscal 
years  ended  June  30,  1980  and  June  30,  1981.  Our  examination 
was  made  in  accordance  with  generally  accepted  governmental 
auditing  standards,  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we 
considered   necessary   in   the  circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  such  funds  of  the  Montana 
Department  of  Livestock  as  of  June  30,  1981,  and  the  results  of 
operations  and  the  changes  in  fund  balance  of  such  funds  for  the 
two  fiscal  years  then  ended,  in  conformity  with  generally  accepted 
accounting   principles  applied  on   a   consistent  basis. 

Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The 
accompanying  Schedule  of  Federal  Grant  Receipts  is  presented  for 
additional      analysis     and     disclosure     purposes     in     compliance     with 
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Guidelines  for  Financial  and  Compliance  Audits  of  Federally  Assisted 
Programs  and  the  items  titled  "Totals  (Memorandum  Only)"  on  the 
Balance  Sheet  and  the  Combined  Statement  of  Revenues,  Expendi- 
tures, and  Changes  in  Fund  Balances  -  Budget  and  Actual  - 
General  and  Special  Revenue  Types  are  presented  for  additional 
analysis.  This  information  is  not  a  required  part  of  the  combined 
financial  statements.  The  information  has  been  subjected  to  the 
auditing  procedures  applied  in  the  examination  of  the  basic  financial 
statements  and,  in  our  opinion,  is  fairly  stated  in  all  material 
aspects  in  relation  to  the  basic  financial  statements  taken  as  a 
whole. 

Respectfully   submitted, 

James   H.    Gillett,    CPA 
Acting    Legislative  Auditor 


October  2,    1981 
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DEPARTMENT  OF  LIVESTOCK 

COMBINED  BALANCE  SHEET 

ALL  FUND  TYPES  AND  ACCOUNT  GROUPS 

JUNE  30,  1981 


ASSETS 
Cash 

Accounts  Receivable 
Investments 
Equipment 
Building 
Authority  Available  to  Pay 

Accounts  Payable  and  Accrued 

Expenditures 
Total  Assets 


GOVERNMENTAL 
FUND  TYPES 

FIDUCIARY 
FUND  TYPE 

Agency 
Fund 

$101,324 

ACCOUNT 
GROUP 

General 
Fixed 

Assets 

$436,205 
290,000 

General 
Fund 

Special 

Revenue 

Fund 

$  970,154 

7,825 

1,740,705 

Totals 
(Memorandum 
Only) 

$   637 

$1,071,478 

8,462 

1,740,705 

436,205 

290,000 

-0- 


55,888 


55,888  

$56,525  $2,718,684  $101,324  $726,205   $3,602,738 


LIABILITIES,  RESERVES,  AND 
FUND  BALANCE 
Accounts  Payable 
Accrued  Expenditures 
Accountability  for  Property 

Held  in  Trust 
Deferred  Accounts  Receivable 
Investment  in  Fixed  Assets 
Fund  Balance 

Total  Liabilities  and 
Fund  Balance 


$42,365  $   90,937 
14,160      44,861 


6,541 
2,576,345 


$101,324 


$726,205 


$  133,302 
59,021 

101,324 

6,541 

726,205 

2,576,345 


$56,525  $2,718,684  $101,324  $726,205   $3,602,738 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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DEPARTMENT  OF  LIVESTOCK 


REVENUES : 
Licenses  &  Permits 
Taxes 

Service  Fees 
Investment  Earnings 
Fines 

Reimbursements 
Sale  of  Documents,  Merchandise 

and  Property 
Grants,  Gifts,  Bequests,  and 

Donations 
Income  Collections  &  Transfers 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
Centralized  Services 
Diagnostic  Laboratory 
Disease  Control 
Milk  and  Egg 
Inspection  and  Control 
Predator  Animal  Control 
Rabies  and  Rodent  Control 
Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior-Year  Adjustments 
Support  from  (to)  the  General 
Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE  -  JULY  1,  1980 

FUND  BALANCE  -  JUNE  30,  1981 


COMBINED  STATEMENT 

OF  REVENUES, 

EXPENDITURES 

,  AND 

CHANGES  IN  FUND 

BALANCES  -  BUDGET  AND  ACTUAL  - 

GENERAL  AND 

SPECIAL  REVENUE  FUND  TYPES 

FOR  THE  FISCAL 

YEAR  ENDED  . 

JUNE  30,  1981 

GOVERNMENTAL  FUND  TYPES 

Total 

s  (Memorand 

General 

Fund 

Spi 

ecial  Revenue 

Funds 

urn  Only) 

Variance 

Variance 

Variance 

Favorable 

Favorable 

Favorable 

Budget 

Actual 

(Unfavorable 

0 

Budget 

Actual 

(Unfavorable) 

Budget 

Actual 

(Unfavorable) 

$   7,000 

$   7,242 

$   242 

$  623,000 

$  960,392 

$   337,392 

$  630,000 

$  967,634 

$  337,634 

1,683,000 

2,218,482 

535,482 

1,683,000 

2,218,482 

535,482 

576,000 

730,153 

154,153 

576,000 

730,153 

154,153 

94,500 

117,679 

23,179 

94,500 

117,679 

23,179 

1,000 

1,180 

180 

1,000 

1,180 

180 

53,660 

29,398 

(24,262) 

53,660 

29,398 

(24,262) 

25,000 

31,447 

6,447 

25,000 

31,447 

6,44) 

30,000 

32,673 

2,673 

30,000 

32,673 

2,673 

80,000 

83,614 

3,614 

80,000 

83,614 

3,614 

48,500 
3,214,660 

19,130 
4,224,148 

(29,370) 
1,009,488 

48,500 
3,221,660 

19,130 
4,231,390 

(29,370) 

7,000 

7,242 

242 

1,009,730 

59,077 

56,937 

2,140 

221,552 

207,191 

14,361 

280,629 

264,128 

16,501 

252,475 

252,434 

41 

263,015 

262,902 

113 

515,490 

515,336 

154 

672,372 

574,958 

97,414 

672,372 

574,958 

97,414 

158,225 

151,673 

6,552 

13,000 

13,000 

-0- 

171,225 

164,673 

6,552 

1,499,735 

1,491,804 

7,931 

1,499,735 

1,491,804 

7,931 

272,386 

272,386 

-0- 

272,386 

272,386 

-0- 

76,893 

69,827 
530,871 

7,066 
15,799 

15,000 
2,957,060 

15,000 
2,837,241 

-0- 

91,893 
3,503,730 

84,827 
3,368,112 

7,066 

546,670 

119,819 

135,618 

(539,670) 

(523,629) 

16,041 

257,600 

1,386,907 

1,129,307 

(282,070) 

863,278 

1,145,348 

(4,997) 

(4,997) 

-0- 

(25,880) 

(25,880) 

-0- 

(30,877) 

(30,877) 

-0- 

544,667 

528,626 

(16,041) 

544,667 

528,626 

(16,041) 

-0- 


-0- 


-0- 
■0- 


$   -0- 


$   -0- 


231,720   1,361,027    1,129,307 
1,132,957   1,215,318       82,361 


231,720   1,361,027   1,129,307 
1,132,957   1,215,318      82,361 


$  -0- 


$1,364,677   $2,576,345   $1,211,668     $1,364,677   $2,576,345   $1,211,668 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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DEPARTMENT  OF  LIVESTOCK 


REVENUES: 
Licenses  &  Permits 
Taxes 

Service  Fees 
Investment  Earnings 
Fines 

Reimbursements 
Sale  of  Documents,  Merchandise 

and  Property 
Grants,  Gifts,  Bequests,  and 

Donations 

Income  Collections  &  Transfers 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
Centralized  Services 
Diagnostic  Laboratory 
Disease  Control 
Milk  and  Egg 
Inspection  and  Control 
Predator  Animal  Control 
Rabies  and  Rodent  Control 
Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior-Year  Adjustments 
Support  from  (to)  the  General 
Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE  -  JULY  1,  1979 


COMBINED  STATEMENT 

OF  REVENUES, 

EXPENDITURES, 

,  AND 

CHANGES  IN  FUND 

BALANCES  -  BUDGET  AND  ACTUAL  - 

GENERAL  AND 

SPECIAL  REVENUE  FUND  TYPES 

FOR  THE  FISCAL 

YEAR  ENDED 

JUNE  30,  1980 

GOVERNMENTAL  FUND  TYPES 

Tota: 

Ls  (Memorandi 

General 

Fund 

Sp 

ecial  Revenue 

Funds 

am  Only) 

Variance 

Variance 

Variance 

Favorable 

Favorable 

Favorable 

Budget 

Actual 

(Unfavorable 

0 

Budget 

Actual    ( 

^^Unfavorable) 

Budget 

Actual 

(Unfavorable) 

$  7,000 

$   7,181 

$   181 

$   90,000 

$   115,917 

$  25,917 

$   97,000 

$  123,098 

$  26,098 

2,077,000 

1,888,304 

(188,696) 

2,077,000 

1,888,304 

(188,696) 

509,000 

636,529 

127,529 

509,000 

636,529 

127,529 

20,500 

52,848 

32,348 

20,500 

52,848 

32,348 

1,000 

1,760 

760 

1,000 

1,760 

760 

37,000 

58,649 

21,649 

37,000 

58,649 

21,649 

20,000 

23,823 

3,823 

20,000 

23,823 

3,823 

35,000 

26,586 

(8,414) 

35,000 

26,586 

(8,414) 

80,000 

80,068 

68 

80,000 

80,068 

68 

46,000 
2,915,500 

23,410 
2,907,894 

(22,590) 
(7,606) 

46,000 
2,922,500 

23,410 
2,915,075 

(22,590) 

7,000 

7,181 

181 

(7,425) 

60,195 

59,973 

222 

211,403 

197,556 

13,847 

271,598 

257,529 

14,069 

236,563 

207,320 

29,243 

240,375 

240,375 

-0- 

476,938 

447,695 

29,243 

680,886 

606,224 

74,662 

680,886 

606,224 

74,662 

148,863 

148,863 

-0- 

13,000 

13,000 

-0- 

161,863 

161,863 

-0- 

1,296,155 

1,294,697 

1,458 

1,296,155 

1,294,697 

1,458 

244,647 

244,647 

-0- 

244,647 

244,647 

-0- 

50,183 

50,174 
466,330 

9 
29,474 

15,000 
2,701,466 

15,000 
2,611,499 

-0- 

65,183 
3,197,270 

65,174 
3,077,829 

9 

495,804 

89,967 

119,441 

(488,804) 

(459,149) 

29,655 

214,034 

296,395 

82,361 

(274,770) 

(162,754) 

112,016 

(7,438) 

(7,438) 

-0- 

(13,205) 

(13,205) 

-0- 

(20,643) 

(20,643) 

-0- 

496,242 

466,587 

(29,655) 

496,242 

466,587 

(29,655) 

200,829 

283,190 

82,361 

200,829 

283,190 

82,361 

-0- 

-0- 

-0- 

932,128 

$1,132,957 

932,128 
$1,215,318 

-0- 

932,128 
$1,132,957 

932,128 
$1,215,318 

-0- 

$  -0- 

$  -0- 

$  -0- 

$  82,361 

$  82,361 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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DEPARTMENT   OF    LIVESTOCK 

Notes  to  the   Financial   Statements 

Fiscal   Years   Ended   June  30,    1980  and   1981 

1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 
Adjustments 

The  preceding  financial  statements  were  prepared  from  the 
Statewide  Budgeting  and  Accounting  System  (SBAS)  with  the 
following  adjustment. 


Amount 
Control   Account  Increased    (Decreased) 

GENERAL  FUND  ASSET  GROUP  OF  ACCOUNTS 

Building  $290,000 

Investment   in  Fixed  Assets  290,000 


Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting,  expen- 
ditures are  recorded  when  a  valid  obligation  exists.  Revenues  are 
recorded  when  received  in  cash  unless  susceptible  to  accrual. 
Revenues  are  susceptible  to  accrual  if  1 )  they  are  measurable  and 
available  to  finance  expenditures  of  the  fiscal  period,  or  2)  are 
material   in   amount  and  are  not  received  at  the  normal   time  of  receipt. 

Fund   Accounting   System 

The  state  of  Montana  accounts  are  organized  utilizing  a  fund 
structure  outlined  in  section  17-2-102,  MCA.  The  financial  state- 
ments are  presented  in  accordance  with  the  format  recommended  by 
the  National  Council  on  Governmental  Accounting  (NCGA),  Govern- 
mental   Accounting    and    Financial    Reporting   Principles,    Statement  1. 
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--Governmental    Fund   Types 

General    Fund 

To  account  for  all    financial    resources  except   those   required   to 
be  accounted   for   in   another   fund. 

Special    Revenue   Fund 

To     account     for     the     proceeds     of     specific     revenue     sources 
(other    than    special    assessments,     expendable    trusts,    or    for    major 
capital     projects)     that     are     legally     restricted     to    expenditure    for 
specified   purposes.      This   fund   contains   the   state  earmarked    revenue 
fund   and   federal   and    private   revenue  fund. 
--Fiduciary   Fund   Types 

Agency    Fund 

To    account    for    assets    held     by    a    governmental     unit    as    an 
agent    for     individuals,     private    organizations,     other    governmental 
units,    and/or   funds.      This    fund    accounts    for   money    held    for   the 
owners  of  stray  stock  that  were  sold. 
General    Fixed   Assets   Account   Group 

This    accounts    for    fixed    assets    and    equipment    purchased    by 
the     department.        This     account     group     is     accounted     for     in     the 
Property     Accountability     Management     System     (PAMS)     within     the 
Statewide   Budgeting   and   Accounting   System. 
Inventories 

There    is    no    recorded    asset   for    supplies    inventory.      Supplies 
are  expensed  at  the  time  of  purchase. 
Vacation   and  Sick   Leave 

Liabilities    incurred    because  of  employees'   unused   vacation  and 
sick    pay    are    not    recorded.       The    liability    amount    associated    with 
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unused  accumulated  vacation  and  sick  leave  at  June  30,  1980  and 
1981  is  maintained  on  an  hourly  basis  rather  than  by  dollar  amount. 
The  monetary  liability  is  not  calculated  until  an  employee  terminates. 
Permanent  employees  are  allowed  to  accumulate  and  carryover 
into  90  days  of  a  new  calendar  year  a  maximum  of  two  times  their 
annual  accumulation  of  vacation.  Upon  termination,  qualifying 
employees  having  unused  accumulated  vacation  and  sick  leave 
receive  100  percent  payment  for  vacation  and  25  percent  payment 
for  sick   leave. 

2.  RETIREMENT    PLAN 

Department  employees  participate  in  the  Public  Employees' 
Retirement  System,  a  statewide  contributory  plan  under  which  the 
state  contributes  6.2  percent  of  an  employee's  gross  wages  and  the 
employee  contributes  6  percent  of  his  gross  wages.  The  depart- 
ment incurred  pension  costs  of  $8,737  during  fiscal  year  1979-80 
and  $8,991   during  fiscal   year  1980-81. 

The  state's  policy  is  to  fund  accrued  pension  costs.  Based 
on  the  most  recent  actuarial  valuation,  the  Public  Employees' 
Retirement  System  was  actuarially  sound  at  June  30,  1980.  The 
unfunded  past  service  costs  and  actuarially  computed  value  of 
vested    benefits    were   not   readily   available  for  members  of  the  plan. 

3.  BUDGET 

The  annual  appropriations  process  for  planning  and  controlling 
financial  operations  is  set  for  each  fiscal  year  of  a  biennium  by  the 
Legislature.  At  the  end  of  each  fiscal  year  the  department's 
General  Fund  and  Special  Revenue  Fund  appropriations  revert  to 
the  fund  of  original  appropriation  and  may  be  spent  for  valid  prior 
year  obligations. 
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Budget  amendments  may  be  obtained  to  spend  funds  that  were 
not  available  for  consideration  by  the  Legislature  but  have  become 
available  from  sources  other  than  the  state's  General  Fund  or 
Earmarked  Revenue  Fund.  Earmarked  Revenue  Fund  budget 
amendments  may  be  approved  only  if  an  emergency  justifies  the 
expenditure. 
4.  LEASE  AGREEMENTS 
Operating    Leases 

Commitments  for  the  department's  operating  lease  agreements 
provide  for  the  following  minimum  lease  payments  for  fiscal  year 
1981-82. 

Lease  Fiscal   Year  Ending  June   30,    1982 

Computer  Terminal  $   4,764 

Helicopter  Hangar  3,000 

Rent   -   Building  45,396 

The    department    has    not    made    any    lease    commitments    for    the 
years  following   fiscal   year   1981-82. 
Capital    Leases 

The  department  is  purchasing  a  Mag  Card  II  typewriter  on  a 
lease/purchase  agreement  wherein  it  is  agreed  that  ownership 
transfers  to  the  department  on  January  30,  1982.  Generally  accepted 
accounting  principles  require  the  recording  of  the  asset  in  the 
General  Fixed  Asset  Account  Group  at  the  total  of  the  minimum 
lease  payments  or  $9,227.  The  remaining  liability  as  of  June  30, 
1981  of  $1,328.32  should  be  shown  on  the  balance  sheet  as  a 
current  liability. 
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5.  MARSH    LABORATORY 

The  Marsh  Laboratory  was  built  in  the  early  1960s,  and  is 
located  on  the  Montana  State  University  campus.  Thirty-seven 
percent  of  the  building  was  constructed  with  Livestock  Sanitary 
Board  tax  revenues  and  a  bond  issue.  The  bonds  were  paid  by 
June  30,  1981.  Depreciation  on  the  laboratory  and  equipment  is 
not  recorded   by  the  department. 

6.  ACCOUNTS    RECEIVABLE 

Based  on  past  experience  of  collectibility,  the  accounts  receiv- 
able balance  shown  on  the  accompanying  balance  sheet  does  not 
include  an   allowance  for  doubtful   accounts. 

7.  INSURANCE 

The  department  is  insured  by  the  state  of  Montana's  self- 
insurance    plan    administered    by    the    Department   of   Administration. 
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MONTANA  DEPARTMENT  OF  LIVESTOCK 
SCHEDULE  OF  FEDERAL  GRANT  RECEIPTS 
FISCAL  YEARS  ENDING  JUNE  30,  1980  AND  1981 


1980  1981 


Grant  //      Receipts        Grant  //     Receipts 


U.S.  Department 
of  Agriculture 


Rent  and  salary  Lease  //  Lease  // 

reimbursements        57-6395-9-117    $33,999      57-6395-9-117   $28,198 

Grading,  inspec- 
tion, and  regula- 
tory services  for 
poultry  and  eggs      12-37-A-2788     10,736      12-37-A-2788    11,570 

TOTAL  $44,735  $39,768 
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AGENCY    RESPONSE 


DEPARTMENT  OF  LIVESTOCK 


TED  SCHWINDEN.  GOVERNOR 


STATE  OF  MONTANA' 


(406)449-2044 


CAPITOL  STATION 


HELENA.  MONTANA  59620 


March  3,  1982 


James  H.  Gillett 
Acting  Legislative  Auditor 
Capitol  Building 
Helena,  MI  59620 


RECEIVED 

MAR     4  i98Z 

MONTANA  LEGtSLAJiVE  ^UmOR 


Dear  Mr.   Gil lett: 


Recommendations  of  Audit  Report 


In  response  to  the  recommendations  contained  in  the  audit  report  for  the 
biennium  ending  June  30,  1981,  I  submit  the  following: 

Recommendation:  That  the  Department  accrue  ell  valid  obligations  at  fiscal 
year  end  in  accordance  with  generally  accepted  accounting  principals  and  state 
policy. 

Answer:   I  think  the  recommendation  should  be  to  accrue  all  known  valid  obli- 
gations.  I  would  agree  with  that. 

Recommendation:  Accrue  significant  revenue  at  fiscal  year  end  in  accordance 
with  generally  accepted  accounting  principals. 

Answer:   I  agree.  We  will  make  e^ery   possible  effort  to  estimate  and  accrue 
revenue  due  as  of  each  fiscal  year  end. 

Recommendation:  Work  with  the  Department  of  Administrati'..n  to  encourage 
counties  to  promptly  deposit  county  collections. 

Answer:   I  agree.   I  will  meet  with  Department  of  Administration  personnel  as 
soon  as  possible  to  see  what  can  be  done. 

Recommendation:  The  Department  work  with  the  Department  of  Administration  to 
develop  adequate  audit  trails,  accounting  controls,  and  record  retention 
policies  at  the  counties  where  necessary. 

Answer:   I  agree.  This  also  will  be  discussed  with  Department  of  Administra- 
tion personnel . 

Recommendation:  Maintain  documentation  of  its  determination  of  the  reason- 
ableness of  county  collections. 
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AN  eOUAL  OPPORTUNITY  EMPLOYER  ' 


Answer:   I  agree.  A  system  of  documentation  will  be  worked  out  in  time  to 
document  the  reasonableness  of  fiscal  year  1982  county  collections. 

Recommendation:  That  legislation  be  enacted  to  remove  the  conflict  between 
Section  15-1-504  and  15-24-925  MCA. 

Answer:   I  agree.  This  will  be  given  to  our  attorney  for  action. 

Recommendation:  Require  annual  performance  evaluations  of  all  Department 
employees,  and  work  with  Department  of  Administration  to  develop  an  evaluation 
form  that  meets  the  Department's  needs. 

Answer:   I  agree.  The  Brands-Enforcement  Division  is  working  with  a  form  they 
feel  will  meet  their  needs.  Some  of  the  bureaus  are  trying  to  make  the 
standard  form  work  for  them.   I  think  a  workable  form  can  be  developed  through 
our  own  efforts. 

Recommendation:  That  the  Department  include  the  cost  of  Marsh  Laboratory  in 
its  asset  accounting  records. 

Answer:  I  agree.  This  is  being  done. 

Recommendation:  That  the  Department  adopt  inventory  procedures  that  comply 
with  state  policy. 

Answer:   I  agree.  However,  in  a  Department  as  small  as  ours,  it  may  not  be 
possible  to  have  a  totally  neutral  person  take  the  inventory. 

Recommendation:  That  the  Department  record  all  assets  at  cost,  including 
installation,  transportation,  and  trade-in  costs. 

Answer:   I  agree.  The  staff  will  be  informed  of  this  policy. 

Recommendation:  That  the  Department  record  capital  leases  in  accordance  with 
generally  accepted  accounting  principles. 

Answer:   I  agree.  This  has  been  taken  care  of. 

Thank  you  for  the  opportunity  to  include  our  comments  in  your  report. 

Sincerely, 

:  ■'  {  re  I    '  '  A  -^^^>^  /(.  ■    /' 

CECIL  C.  GREENFIELD 

Chief,  Centralized  Services 
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